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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


on its feet is now standing on its head. Stocks are yielding less than 

bonds; Government bonds are yielding morethan corporate bonds; and 
industrial stocks hit an historical high in September, even though earnings are 
lower and dividends unlikely to increase 


W HAT a marvelous world we live in today. Everything that usedto stand 


Since February the market value of all stocks listed on the New York Stock 
Exchange increased $45 billion. Demand is exceeding supply and prices are 
being bidup. Colleges have been shifting their investments from bonds to 
stocks; private retirement plans are putting about 30% of their reserve funds in 
common stocks, and mutual investment funds have become heavy purchasers. 


To counteract inflationary trends, the Federal Reserve Board raised the 
margin requirement on the purchase of common stocks and raised the discount 
rates in many districts. 


The FRB is steering a course between Scylla and Charybdis, facing reces- 
sion on the one hand and inflation on the other. Several weeks ago, 
Mr. Szymczak, a member of the Board, stated ina speech, “It is necessary 
for the System to recognize that inflation is not merely a phenomenon of rapidly 
rising prices. Indeed, if we wait until that stage is reached, we will have 
waited too long to be effective. . .” 


Boston and Philadelphia banks are still charging 1-3/4%. All others in the 
System have boosted their discount rate to 2%. Many of the New York commer- 
cial banks have increased their prime interest rates from 33% to 4%, reflect- 
ing the actions of the Reserve System. Other interest rates are scaled upward 
from the prime rate. This could set off an upward trend across the nation. 


In this period of tightening credit, interest rates on home loans will notrise 
sharply at least for another 6 months. Home financing is up. The Home Loan 
Bank Board reported that savings and loan associations put $1.2 billion into 
home mortgages inJuly and that people deposited a net of $46 million of savings 
into savings and loan associations the same month. In the corresponding period 
in 1957 they withdrew a net of $68 million. 
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The interest rate of recorded mortgages in 12 major cities of the United 
States has been declining since February of this year asaresult of the easy 
money a few months ago. Since mortgage commitments are made some time 
before mortgages are recorded, there is always a lag in the figures. We be- 
lieve that mortgage interest rates will not be affected much by the tightening of 
money for the next 6 months. 


The large chart on page 434 shows the interest rates on all mortgage loans 
recorded on Manhattan Island and in St. Louis from 1893 to the present. Each 
community typifies adifferent type of property. Practically all mortgages 
made on Manhattan are on larger, multistoried residential, commercial, and 
industrial properties. This accounts for the fact that mortgage interest rates 
on Manhattan have been considerably lower in the past than they have been in 
St. Louis, where most of the properties covered by mortgages are single- 
family residences. The spread between the two lines has closed in the past few 
years, and it seems to us that mortgage interest rates cannot be expected to 
drop much, if any, during the next few years. There isa strong possibility 
that, after some minor fluctuations, they may go higher. 


Housing starts inAugust exceededthe year’s previous high setin July. This 
is the best monthly figure in more than 2 years. Private housing starts in Au- 
gust were at an annual rate of 1,170, 000 -- up 28% from the9-year low set last 
February, and 11% above a year ago. The increase over the month and year 
occurred in housing with mortgages backed by the Government -- FHA-insured 

(cont. on page 438) 
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Peak rate, August 1950. . . . 1, 486,000 
High, December 1954 1, 443, 000 





July 1958 1, 160, 000 
August 1958 1, 170, 000 
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and VA-guaranteed. The boost in 1958 was felt as a result of favorable terms 
since the first quarter of this year. The new trend, however, should not be 
looked upon as the upswing in a new upward cycle, as the boom in optimism has 


surged ahead of the boomlet in business. However, optimism is an element of 
strength. 





Our business activity and real estate activity indexes, although still nega- 
tive, are less negative than they were, and are now in their third month of re- 
covery. There are several factors pointing to a period of increasing business 
and real estate activity. However, most of the recent increases can be traced 
to Government spending and related policies rather than private action. 


The U. S. Bureau of the Census recently released figures of their national 
housing inventory conducted in 1950 and 1956. One of the significant results is 
the percentage increase in value for owner-occupied units shown in the table on 
the page opposite. The percentage increases between 1950 and 1956 ranged 
from 14% in Philadelphia to 40% in Detroit. 


0 * Real Estate Sales Price Comparisons 


With preceding 140 
month 


0.0% 


SALES PRICE INDE» 


With same month 
preceding year 


+0.2% 


TREND IN SELLING PRICE 


1958 





Probable selling price Probable selling price 
Trend in of a house that sold for Trend in of a house that sold for 
selling price $12, 000 in 1947-49 period selling price $12, 000 in 1947-49 period 


100.0 $12, 000 ae 122.3 $14, 680 
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The chart below the table on housing inventory figures shows the percent- 
age change in the purchasing power of the value of homes included inthe survey 
compared with bonds. The results are obvious. The increase in the value of 
homes in the various metropolitan areas has far exceeded the value of bonds -- 
both corporate and public. 


It is our opinion that a house purchased on today’s market will sellfor con- 
siderably more 10 years from now. A major real estate boom will eventually 
follow the period of readjustment. 


RESIDENTIAL VALUES AND RENTS IN NINE METROPOLITAN AREAS 
1950 AND 1956 


Median value 
for owner- 
occupied units 


1950 1956 


Median 
rent of 
same units 


1950 | 1956 


$33 | $41 | 24 
37 50 | 35 
44 71 | 61 || $12, 600 | $16, 900 
48 56 | 17 
43 65 | 50 
44 61 | 39 
42 53 | 25 


Median value 
of same 
rental units 


1950 1956 


% increase 
% increase 
% increase 





Atlanta $ 8,900 |$11, 100 
Boston 11,000 | 15,000 
Chicago 12,000 | 16, 600 
Dallas 8,400 | 9, 800 
Detroit 9,000 | 12, 600 
Los Angeles 10, 800 | 14,100 
New York - 12, 800 | 16, 300 
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Northeastern 
New Jersey 
Philadelphia 8, 000 9,100 |14 40 47 |18 7,100 
Seattle 8,900 | 12,000/135 41 54 | 32 


























PERCENTAGE CHANGE IN PURCHASING POWER OF 
THE VALUE OF HOMES AND BONDS 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
September 1958 


SIX-ROOM BRICK HOUSE (FRAME INTERIOR)* 
Content: 23, 100 cubic feet 
1,520 square feet 
Cost 1939: $ 6, 400 
(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $19,112 
(82. 7¢ per cubic foot; $12.57 per square foot) 
INCREASE OVER 1939 198. 6 
For plans and specifications see page 23 of the Wenzlick Building Cost Manual. 
FIVE-ROOM BRICK VENEER HO! 
Content: 24,910 cubic feet 
1,165 square feet 
Cost 1939: $ 5,440 
(21. 8¢ per cubic foot; $ 4. 67 per 
Cost today: $16, 416 
(65. 9¢ per cubic foot; $14. ( 
INCREASE OVER 1939 = 201 
For plans and specifications see page 15 e Wenzlick Building Cost Manual. 
SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1,650 square feet 
Cost 1939: $ 5,671 
(23.4¢ per cubic foot $ 3 
Cost today: $18, 282 
(75. 3¢ per cubic foot; $11 
INCREASE OVER 1939 = 22 
For plans and specifications see page 3 of the Wenzlick Building Cost Manual 
6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content 12,119 ib 


Cost 1939: $ : 

(28.0¢ per cubic 
Cost today: $10, 304 

(85.0¢ per cubic foot; $10. 39 per 
INCREASE OVER 1939 = 203.8 


For plans and specifications see page k Building Cost Manual. 


STANDARD BRICK RANCH HOUSI 

Content: 16, 250 cubic feet 

840 square feet 

Attached garage - 200 square feet 
Without garage - $12. 769 

(78.6¢ per cubic foot; $15. 20 per square foot) 
Garage - $952 

($4.76 per square foot) 


For plans and specifications see page 52 of the Wenzlick Building Cost Manual. 


CONTEMPORARY FRAME RANCH HOUSE 


noe (Dry Wall) 
a Content: 12,285 cubic feet 
Ss is 1,170 square feet 
| ain| 2 Carport - 320 square feet 
7 | ee 

4 i R* or 


Without carport - $13, 089 


tae 


ry ($1.07 per cubic foot; $11.19 per square foot) 


Carport - $613 
($1.95 per square foot) 


For plans and specifications see page 41 of the Wenzlick Building Cost Manual. 


*Costs include full basement. 














